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Securities and Exchange Commission

Washington D.C 20549

the undersigned officer of American Municipal Securities Inc affirm that to the best of my
knowledge and belief the accompanying financial statements and accompanying schedules pertaining to

the firm of American Municipal Securities Inc as of December 31 2008 are true and correct further

affirm that neither the Company nor any officer or director has any proprietary interest in any account

classified solely as that of customer

American Municipal Securities Inc

Jecthie Steuart Vice President

Financial and Operations Principal

Sworn to and subscribed before me this

o2hdayofFebruary2009
OHRIS11NE BE_AtJfl.EAJ$D

______
Signature of Notary Public

Personally known_

This report contains check all applicable boxes

Facing page

Statement of Financial Condition

Statement of Loss

Statement of Cash Flows

Statement of Changes in Stockholders Equity

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or control Requirements under Rule 15c3-3

Reconciliation including appropriate explanation of Computation of Net Capital Under Rule

5c3- and the Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods

of consolidation

And Oath or Affirmation

copy of SIPC Supplemental Report

report describing any
material inadequacies found to have existed since the date of the previous audit

ttFor conditions of confidential treatment of certain portion of this filing see section 240.1 7a-5e3



HACKER JOHNSON SMITH PA

Fort Lauderdale
Certified Public Accountants

Orlando
Tampa

Independent Auditors Report

American Municipal Securities Inc

St Petersburg Florida

We have audited the accompanying statement of financial condition of American Municipal

Securities Inc the Company at December 31 2008 and the related statements of loss changes in

stockholders equity changes in liabilities subordinated to claims of creditors and cash flows for the year

then ended These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these fmancial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the fmancial statements are free of material misstatement An audit includes

examining on test basis evidence supporting the amounts and disclosures in the financial statements

An audit also includes assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We believe that our

audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of the Company at December 31 2008 and the results of its operations and its cash

flows for the year then ended in conformity with accounting principles generally accepted in the United

States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in the Schedule is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary information

required by rule 7a-5 of the Securities and Exchange Commission Such information has been

subjected to the auditing procedures applied in the audit of the basic fmancial statements and in our

opinion is fairly stated in all material respects in relation to the basic financial statements taken as

whole

$%aim PP

HACKER JOHNSON SMITH PA

Tampa Florida

February 24 2009

500 North Westshore Boulevard Post Office Box 20368 Tampa Florida 33622-0368 813 286-2424

Registered Public Accounting Firm



AMERICAN MUNICIPAL SECURITIES INC

Statement of Financial Condition

December 31 2008

Assets

Cash including interest-bearing deposits of $22016 66137

Receivable from clearing organization 64229

Securities owned at market value 7942543

Secured demand note receivable 360000

Accrued interest receivable 144353

Premises and equipment net 57621

Other assets and prepaid expenses 65198

Total 8.700.081

Liabilities and Stockholders Equity

Liabilities

Accounts payable 21620

Securities sold not yet purchased at market value 487712

Payable to clearing broker 5431133

Accrued expenses and other liabilities 460103

Total liabilities 6400568

Subordinated borrowing 360000

Commitments and contingencies Notes and 10

Stockholders equity

Preferred stock $10 cumulative par value $.10

authorized 45000 shares none issued

Common stock 10 par value authorized

30000 shares 6600 issued and outstanding 660

Additional paid-in capital 306640

Retained income 1632213

Total stockholders equity 1939513

Total 8.700.081

See accompanying Notes to Financial Statements



AMERICAN MUNICIPAL SECURITIES INC

Statement of Loss

Year Ended December 31 2008

Revenues

Principal transactions 2116996

Commissions 1411984

Investment banking 82493

Interest 449396

Other 44863

Total revenues 4.105732

Expenses

Commissions 1683904

Compensation and employee benefits 1160426

Communications 82282

Clearing fees 237230

Interest 148959

Rent 192611

Depreciation and amortization 56239

Trading fees 98347

Promotional costs 26677

Other 527136

Total expenses 4213811

Net loss 108M79

See accompanying Notes to Financial Statements



AMERICAN MUNICIPAL SECURITIES INC

Statement of Changes in Stockholders Equity

Year Ended December 31 2008

Additional Total

Common Paid-In Retained Stockholders

Stock Capital Income Equity

Balance at December 31 2007 660 306640 1850292 2157592

Net loss 108079 108079

Dividends paid 110000 110000

Balance at December 31 2008 306640 1632.213 1939513

See accompanying Notes to Financial Statements



AMERICAN MUNICIPAL SECURITIES INC

Statement of Changes in Liabilities

Subordinated to Claims of Creditors

Year Ended December 31 2008

Balance at December 31 2007 150000

Issuance of subordinated note 210000

Balance at December 31 2008 360000

See accompanying Notes to Financial Statements



AMERICAN MUNICIPAL 5ECuRrHES INC

Statement of Cash Flows

Year Ended December 31 2008

Cash flows from operating activities

Net loss 108079

Adjustments to reconcile net loss to net

cash provided by operating activities

Depreciation and amortization 56239

Decrease in accrued interest receivable other assets

and prepaid expenses 249804

Decrease in receivable from clearing organization 21170

Increase in securities owned 1015448

Increase in payable to clearing broker 698603

Increase in accounts payable 5807

Increase in accrued expenses and other liabilities 184516

Increase in securities sold not yet purchased 147635

Net cash provided by operating activities 240247

Cash flows used in investing activity-

Net purchases of premises and equipment 1577

Cash flows used in financing activities

Repayment of note payable 125373

Dividends paid 110000

Net cash used in financing activities 235373

Net increase in cash 3297

Cash at beginning of year 62840

Cash at end of year
66.137

Supplemental disclosure of cash flow information

Cash paid during the year for interest 144.345

Noncash transaction

Addition of secured demand note receivable and subordinated borrowing 210.000

See accompanying Notes to Financial Statements



AMERICAN MUNICIPAL SECURITIES INC

Notes to Financial Statements

December 31 2008 and the Year Then Ended

Summary of Significant Accounting Policies

American Municipal Securities Inc the Company is securities broker/dealer headquartered in

St Petersburg Florida with branch offices in Little Rock Arkansas Fern Park Florida

Pittsburgh Pennsylvania and Wilmington North Carolina The Company is retail securities

dealer underwriter and market maker operating primarily in the United States of America The

following items comprise the significant accounting policies which the Company follows in

preparing and presenting its fmancial statements

Estimates The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date ofthe financial statements and the reported amounts

of revenues and expenses during the reporting period Actual results could differ from those

estimates

Securities and Security Transactions The Company clears its proprietary and customer

transactions through another broker-dealer on fully disclosed basis Income and expenses

related to security transactions are recorded on trade date basis Securities owned are carried

at market value Unrealized gains and losses on securities owned are reflected currently in

securities trading income Investment banking revenue is recorded as follows management

fees upon receipt sales concessions and underwriting fees on trade date

Depreciation and Amortization Depreciation is provided using accelerated methods over the

estimated useful lives of the assets Leasehold improvements are amortized over the lesser of

the economic useful life of the improvement of the term of the lease

Income Taxes The Companys stockholders have elected to be treated as an S-Corporation For

federal and state income tax purposes all items of income and expense flow through to its

stockholders therefore no provision for income taxes has been reflected in these financial

statements

Fair Value Measurements Effective January 2008 the Company adopted Statement of

Financial Accounting Standards SFAS No 157 Fair Value Measurements SFAS 157
SFAS 157 defmes fair value establishes framework for measuring fair value and enhances

disclosures about fair value measurements

SFAS 157 defines fair value as the exchange price that would be received for an asset or paid

to transfer liability an exit price in the principal or most advantageous market for the asset

or liability in an orderly transaction between market participants on the measurement date

SFAS 157 also establishes fair value hierarchy which requires an entity to maximize the use

of observable inputs and minimize the use of unobservable inputs when measuring fair value

The standard describes three levels of inputs that may be used to measure fair value

continued



AMERICAN MUNICIPAL SECUIUTIES INC

Notes to Financial Statements Continued

Summary of Significant Accounting Policies Continued

Fair Value Measurements Continued Level Observable inputs such as quoted prices

unadjusted in active markets for identical assets or liabilities

Level Inputs other than quoted prices that are observable for the asset or liability either

directly or indirectly These include quoted prices for similar assets or liabilities in active

markets quoted prices for identical or similar assets or liabilities that are not active and

model-driven valuations whose inputs are observable or whose significant value drivers are

observable Valuations may be obtained from or corroborated by third-party pricing services

Level Unobservable inputs to measure fair value of assets and liabilities for which there is

little if any market activity at the measurement date using reasonable inputs and assumptions

based upon the best information at the time to the extent that inputs are available without

undue cost and effort

In February 2008 the FASB issued FASB Staff Position FSPNo FAS 157-2 Effective

Date of FASB Statement No 157 This FSP delays the effective date of FAS 157 for all

nonfinancial assets and nonfinancial liabilities except those that are recognized or disclosed at

fair value on recurring basis at least annually to fiscal years beginning after November 15

2008 The impact of adoption had no effect on the Company

In October 2008 the Financial Accounting Standards Board FASB issued FASB Staff

Position No 157-3 Determining the Fair Value ofaFinancialAsset When the Market for That

Asset Is Not Active This FASB Staff Position clarifies the application of SFAS 157 in

determining the fair value of financial asset when the market for that fmancial asset is not

active This FASB Staff Position was effective upon issuance

The following describes valuation methodologies used for assets and liabilities measured at fair

value

Securities Owned and Securities Sold Not Yet Purchased Where quoted prices are available

in an active market securities are classified within level of the valuation hierarchy Level

securities include highly liquid government bonds certain mortgage products and exchange-

traded equities If quoted market prices are not available then fair values are estimated by

using pricing models quoted prices of securities with similarcharacteristics or discounted cash

flows Examples of such instruments which would generally be classified within level of the

valuation hierarchy include certain collateralized mortgage and debt obligations and certain

high-yield debt securities In certain cases where there is limited activity or less transparency

around inputs to the valuation securities are classified within level ofthe valuation hierarchy

Securities classified within level include certain residual interests in securitizations and other

less liquid securities

continued
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AMERICAN MUNICIPAL SECURITIES INC

Notes to Financial Statements Continued

Receivable from Clearing Organization

The receivable from Clearing Organization consists of cash on deposit with the Companys clearing

broker

Premises and Equipment

summary of premises and equipment at December 31 2008 is as follows

Furniture and equipment 636596

Leasehold improvements 8655

Total at cost 645251

Less accumulated depreciation and amortization 587630

Premises and equipment net 57.621

The Company leases its office facilities and certain equipment under various operating leases The

leases contain escalation clauses based upon increases in operating expenses real estate taxes

and utility costs and renewal options The Companys St Petersburg Florida office is leased

from related party Rent expense was $192611 during the year ended December 31 2008

and included $96000 paid to related parties Minimum future lease payments at December 31

2008 were as follows

Year Ending

December 31 Amount

2009 48M00

Securities Owned and Sold Not Yet Purchased

Marketable securities owned consist of trading and investment securities at quoted market values as

follows

Sold Not Yet

Owned Purchased

State and municipal obligations 7753539 487712

Corporate obligations 181630

Equity securities 7374

7942.543 487.712

continued
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AMERICAN MUNICIPAL SECURITIES INC

Notes to Financial Statements Continued

Securities Owned and Sold Not Yet Purchased Continued

Securities owned and securities sold not yet purchased measured at fair value on recurring basis

are summarized below

Fair Value Measurements at

December 31 2008 Using

Quoted Prices

Fair In Active Significant

Value Markets for Other Significant

As of Identical Observable Unobservable

December 31 Assets Inputs Inputs

2008 Level Level Level

Securities owned 7.942.543 7.374 7.93 5.169

Securities sold not yet

purchased 487.712 487.712

Payable to Clearing Broker

The Company has margin account with clearing broker The clearing broker funds portion of

securities purchased by the Company The percentage of the purchases funded depends on the

underlying security Interest is at floating rate 1.15% at December 31 2008 that generally

corresponds to the federal funds rate plus 0.9% At December 31 2008 $5431133 had been

advanced to purchase securities This account is collateralized by securities with carrying

value of $7942543 at December 31 2008

Secured Demand Note Receivable and Liability Subordinated to Claims of General Creditors

The Company has two secured demand notes receivable The first note is in the amount of $150000

and is due in full on April 2009 Interest is charged at 7% and is due at maturity The note

receivable is collateralized by marketable securities with carrying value of $222808 at

December 31 2008 The second note is in the amount of $210000 and is due in full on

September 30 2009 Interest is charged at 7% and is due at maturity The note receivable is

collateralized by marketable securities with carrying value of $253089 at December 31

2008 These notes were issued in conjunction with the subordinated loan agreement described

within It is the Companys intention to renew both secured demand note collateralizing

agreements

The subordinated borrowings are available in computing net capital under the SECs uniform net

capital rule To the extent that such borrowings are required for the Companys continued

compliance with minimum net capital requirements they may not be repaid

Employee Benefit Plan

The Company offers 40 1k Profit Sharing Plan which is available to employees who have

completed one year of service and have attained age twenty-one The Company did not

contribute to the plan for the year ended December 31 2008

continued
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AMERICAN MUNICIPAL SECURITIES INC

Notes to Financial Statements Continued

Net Capital Requirements

Pursuant to the rules of the Securities Exchange Act of 1934 the Company is required to maintain

net capital Aggregate indebtedness must not exceed net capital as those terms are defmed by

ratio of more than 15 to At December 31 2008 the Companys minimum net capital

requirement was $100000 The Companys net capital computed in accordance with the Rule

of the Commission amounted to $1517443 and the ratio of aggregate indebtedness to net

capital was .32 to

Commitments and Contingencies

In the ordinaiy course of business the Company has various outstanding commitments and

contingent liabilities that are not reflected in the accompanying financial statements

10 Financial Instruments with Off-Balance-Sheet Risk

The Company has sold securities that it does not currently own and will therefore be obligated to

purchase such securities at future date The Company has recorded these obligations in the

financial statements at December 31 2008 at market values of the related securities and will

incur loss if the market value of the securities increases subsequent to December 31 2008

In the normal course of business the Companys customer activities involve the execution

settlement and financing of various customer securities transactions These activities may

expose the Company to off-balance-sheet risk in the event the customer or other broker is

unable to fulfill its contracted obligations and the Company has to purchase or sell the fmancial

instrument underlying the contract at loss

13



Schedule

AMERICAN MUNICIPAL SECURITIES INC

Computation of Net Capital Under Rule 15c3-1 of the

Securities and Exchange Commission

December 31 2008

NET CAPITAL

Total stockholders equity 1939513

Liabilities subordinated to claims of general creditor allowable in

computation of net capital
360000

Total capital and allowable subordinated liabilities 2299513

Deductions andlor changes

Furniture equipment and leasehold improvements 57621

Other assets 65.198 122819

Net capital before haircuts on securities positions 2176694

Haircuts on securities computed where applicable

pursuant to rule 15c3-1
Subordinated securities borrowings 43045

Trading and investment securities

Exempted securities 591998

Debt securities 23102

Other securities 1.106 659251

Net capital
1.517.443

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required based on aggregate indebtedness 32.114

Minimum net capital required of reporting broker or dealer 100.000

Net capital requirement greater of above 100.000

Excess net capital
1.417.443

AGGREGATE INDEBTEDNESS

Items included in statement of financial condition

Other accounts payable and accrued expenses 481.723

Total A.I Liabilities from Statement of Financial Condition 481723

Less adjustment based on Deposits in Special Reserve Bank Accounts

Total aggregate indebtedness 481.723

Ratio aggregate indebtedness to net capital
.32 to

RECONCILIATION OF SUPPORTING SCHEDULES
WITH MOST RECENT PART II FILING

There are no material differences between the computation of net capital pursuant to Rule 15c3-l

Included in Form X- 7A-5 Part II as previously filed with the commission and the schedules contained

herein

14



HACKER JOHNSON SMITH PA

Fort Lauderdale
Certified Public Accountants

Fort Myers
Orlando
Tampa

Report on Internal Control Required by SEC Rule 17a-5g1 for Broker-Dealer

Claiming an Exemption From SEC Rule 15c3-3

February 24 2009

American Municipal Securities Inc

St Petersburg Florida

Gentlemen

In planning and performing our audit of the fmancial statements and supplemental schedule of American

Municipal Securities Inc the Company as of and for the year ended December 31 2008 in

accordance with auditing standards generally accepted in the United States of America we considered

the Companys internal control over fmancial reporting internal control as basis for designing our

auditing procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly

we do not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 7a-5g1of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 7a-5g in making the periodic computations of

aggregate indebtedness and net capital under rule 17a-3a1 and for determining compliance with the

exemptive provisions of rule 5c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation of fmancial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph
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American Municipal Securities Inc

Page Two

Because of inherent limitations in internal control or the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis signfIcant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report financial data reliably in accordance with generally accepted accounting principles such that there

is more than remote likelihood that misstatementof the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the fmancial statements will not be

prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

were adequate at December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC and other regulatory agencies that rely on rule 7a-5g under the Securities Exchange Act of 1934

in their regulation of registered brokers and dealers and is not intended to be and should not be used by

anyone other than these specified parties

Very truly yours
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